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A conference organised by CMS – Communications and Management for Sustainability

in partnership with CIWEM

Welcome to the conference

This information gives the answers to some of the most frequently raised questions that arise at the conferences we organise.

Conference Outputs



· The Power Point presentations and delegate notes will be available shortly after the event on the CMS www.coastms.co.uk  and CIWEM www.ciwem.org websites.  We will notify you by email when these have been placed on the sites.

· The data from the questions posed and a short report will also be made available.

Questions – Bookings – Receipts – In house information
If you have any questions during the event about bookings, finances, or logistics please see Christina Beech at the registration desk; she will be pleased to help.

Timing  
We will try to ensure that the conference runs on time to allow the allocated time for speakers and as importantly for discussion. A bell will be rung 5 minutes before the start of sessions.

Refreshment Breaks  
In running events in London over the last 15 years we have used  two main refreshment breaks during the day that enable us to split the sessions and breaks more evenly.  A sandwich buffet is available in the first break and sweet course during the second.  

Food        There is always ample food at the events and you can come back for more.  Once you have collected your food could you move away from the serving table.  Catering staff are on hand if you need anything, including extra drinks.

Delegate list   A list of the delegates to 29 November is at the end of the delegate notes.

Evaluation form 
There is a questionnaire and evaluation form in your delegate pack; your views will help us improve future events. Please leave these at the registration desk along with your badge when you leave.  

NB Valuables 
If you have anything you value keep it with you i.e. do not leave laptops unattended.

Before you leave   Check you haven’t left anything in the conference hall. 

Please also take any leaflets or reports.

Introduction

The UK Coalition Government has committed to preparing a Water White Paper in 2011 ‘on reform of the water industry to ensure more efficient use of water and to protect poorer households’. At the same time Ofwat are engaging very positively in an open review of the way the industry is regulated. This coincidence of initiatives represents a generational opportunity to influence the nature and direction of reforms to the industry. 

Aim    The aim of this conference is to provide a forum for debate on the wide range of views that exists as to how a sustainable and resource efficient water industry might be structured and operate. The central theme of the conference will be meeting the needs of people and the environment as effectively and efficiently as possible in the face of population growth, climate change, carbon reduction and sustainability pressures.
Objectives  The particular objectives of the conference are:

· To consider governance models for a sustainable water sector, going forward.

· To discuss ‘fit for the future’ forms of economic, social and environmental regulation of the water sector

· To consider the role of competition and market mechanisms in improving resource efficiency

· To examine the potential for water rights reform and flexible licensing 

· To provide a platform for a wide range of stakeholders to share their views and knowledge

· To support future policy development in the sector

· To highlight and share examples of best practice from other sectors and other countries

· To enable stakeholders involved in the water sector to hear a wide range of contrasting views in order to help develop their position in relation to the Water White Paper.

· To highlight CIWEM’s report ‘Regulation for a Sustainable Water Industry – A positive vision for the future water industry in England and Wales’ and use this as a stimulus for debate.

Format   The conference has been arranged into four sessions.  The first provides a platform for representatives from Defra, Ofwat, the EA, the DWI, WaterUK to set out their views on the reform agenda.  The second addresses governance and competition models for the water sector, going forward.  The third deals with the key questions of charging and paying for water.  The fourth addresses water trading, water transfers and water efficiency.  In all cases, speakers have been asked to talk to a particular topic or issue, and have been allocated a 10 minute slot to state their position and/or case.  Maximum possible time has been provided for questions and answers relating to the issues raised in each of the four sessions, and a closing review and debate will seek to identify areas of common ground, and of contention.    

PROGRAMME
9.30 Welcome and Introduction to the Conference and to CIWEM’s report on Regulation for a Sustainable Water Industry.  

Chris Binnie, CIWEM’s Water Resources Panel    

Session 1:  Future challenges, future options  

This session provides a platform for representatives from Defra, Ofwat, the EA, the DWI, Water UK and an Environmental NGO to set out their own particular views on the reform agenda.

9.40  
The scope and purpose of the Water White Paper

Gabrielle Edwards  

Head of Water Legislation, Competition and Charging, Defra

9.50  
The scope and direction of Ofwat’s ‘root and branch’ review       Mark Hann Ofwat 

10.00  
The Environment Agency’s view on regulatory flex and reform     Ian Barker










Head of Water, Environment Agency
10.10    The Drinking Water Inspectorate’s view on reform of the water sector
  








        Milo Purcell DWI

10.20    The Water Companies’ view on reform of the water sector            James Bullock 

                                              Director of Economic Regulation and Market Reform  Water UK

10.30    An Environmental Perspective of needs and opportunities            Phil Burston RSPB

10.40 to 11.10:  Questions and points from the audience.       
Session 2:  Shaping up for the future:  Governance and Competition

Chairman:   Trevor Bishop Environment Agency
This session examines the various governance and competition models that might be adopted for the water sector, going forward. 

11.10
 Why the water sector in England & Wales needs more competition, and how it should be 


   introduced? 






 Richard Laikin  PWC
 

11.20    Lessons from Australia - what needs to happen in the UK?   Andrew Tucker  Water Policy, 

Energy Savings Trust

11.30     Upstream Competition – what’s to play for, and is it time to un-bundle the vertically-integrated company model for water & wastewater services delivery?             Ian Hopkins Ofwat
11.40  
Is retail competition practicable, efficient and beneficial?  James Bream   Business Stream 

11.50 to 12.30:  Refreshment break 

Questions and points from the audience will be collected during the break

12.30 to 13.00  Questions and open discussion on the issues arising from Session 2

Session 3:  Charging and Paying for Water: better regulation for the environment and customers

This session deals with the key questions of charging and paying for water.  

Chairman:  Trevor Bishop Environment Agency

13.00     Why and how we should seek to make abstractors and users bear the marginal cost of water?                                                                                                            Simon Less   Policy Exchange

13.10    Should abstractors pay by volume taken rather than by licensed quantity, and would that lead to better outcomes for customers and the environment?    Meyrick Gough, Southern Water

13.20   How ‘smart licensing’ could deliver better outcomes for the environment and for people   







                                          Rose Timlett WWF-UK

13.30   Are the benefits of reduced abstraction justifiable and affordable?  Mike Pocock 











Veolia Water


13.40  How we should deal with affordability, fairness and vulnerability issues under measured charging for domestic use.  Tony Smith   CEO,  CCWater

13.50 to 14.20  Refreshment Break   

Questions and points from the audience will be collected during the break

14.20 to 14.50  Questions and open discussion on the issues arising from Session 3

Session 4:  Trading, Transfers & Water Efficiency
This session addresses the key issues of water trading, water transfers and water efficiency.  
Chairmen  Mike Pocock Veolia Water & Chris Binnie CIWEM Water Resources Panel

14.50
  Is licence trading a non-starter?  

                       Julien Harou, UCL

15.00
  Are inter-basin transfers an option for the future?               Trevor Bishop, Environment Agency

15.10      How might trading of water between companies be achieved, and would it lead to more efficient use of water resources and lower costs to customers      Tony Ballance   Severn Trent Water
15.20  What we need to do to persuade and enable customers to use less water.  Victoria HIggins, 











Waterwise 

15.30   What we need to do to factor environmental services into account in supply-demand balance options appraisals

 


         Mark Everard Environment Agency

15.40 to 16.10  Questions and open discussion on the issue arising from Session 4

16.10 to 16.30  Reflections and Next Steps
Closing debate on key issues, areas of common ground, and areas of contention.
16.30  Close  

Defra’s review of Ofwat – perfect timing?

Mark Hann

Associate Director, Ofwat

Tel No:  0121 644 7637    Email:  mark.hann@ofwat.gsi.gov.uk
Ofwat website: http://www.ofwat.gov.uk
Link to key paper: 

http://www.ofwat.gov.uk/aboutofwat/submissionsresponsesevidence/res_ofw_20101103ofwreview.pdf
Now that the 2009 price review is complete, it is an opportune time to think about the statutory and regulatory frameworks for the water and sewerage industry in England and Wales. In this way, we can secure a regulatory system that will ensure delivery of the best outcomes for consumers and the environment now and over the long term. 

In March 2010, we published ‘Delivering sustainable water – Ofwat’s strategy’, this set out our long-term approach to regulating the water and sewerage sectors in England and Wales. This work contributes to the realisation of our vision for a sustainable water environment that meets needs for water and sewerage services for current and future generations. 

Our vision included a clear need to change the way we regulate. Until now, our regulatory approach has focussed on changing a deeply conservative industry with a very strong public sector culture into one that could deliver huge privately funded programmes of investment and deliver secure levels of service to customers. Now we must move forward again – the challenges for the industry are different – and to meet these we must change the way we work – we want to see an industry that makes more issue of market mechanisms, that focuses on the company to customer relationship rather than the one between the regulator and the company. 

We think that a truly sustainable approach must take account of the needs of society, the environment and the economy. Applying this approach in a consistent and transparent way to meet the current and longer term challenges will deliver real benefits to consumers, society and the wider environment in a way that attracts the investment that is necessary to deliver them.

The Defra review of Ofwat will support us as we work to bring about the change needed to deliver our vision. The review can add emphasis to our own conclusions and, by bringing them into the Water White Paper, move us closer to the legislative changes we need.

Regulatory flex and reform – what could the future hold?

Ian Barker

Head of Water, Environment Agency, Rio House, Waterside Drive, Aztec West, 

Almondsbury, Bristol, BS32 4UD

Email:  ian.barker@environment-agency.gov.uk
Current systems have served us well, but with few changes since their inception. The world in which they were conceived was very different to today. A world with little consideration of the environment and little incentive to use water efficiently. Looking forward, increasing population, development and climate change pose significant challenges to the way water is managed. The task of meeting ever higher customer expectations and tackling new challenges facing the water industry, may require alternative approaches and new ways of working.

Access to water is becoming more difficult, and systems for water management are inflexible. Potential options for the future could include a combination of regulation and market forces with aligned outcomes. This could help reveal the value of water, including its value to the environment; extend competition; lead to guidance and collaboration, rather than regulation; and alternative permitting approaches. 

New regulatory and legislative frameworks could encourage the industry to become more innovative, better anticipate, manage and respond to future challenges. They could provide real incentives for less capital intensive measures for security of supply, and incentives to prevent rather than control environmental impacts. The industry would be better able to make balanced, objective and evidence-based decisions. 

The Drinking Water Inspectorate’s view on reform of the water sector
Milo Purcell 

Deputy Chief inspector (Regulations), DWI

Room M01, 55 Whitehall, London, SW1A 2EY 

Tel No:  (+44) (0)300 068 6413    Email:  milo.purcell@defra.gsi.gov.uk

The main aim of the Drinking Water Inspectorate is to help protect public health and maintain public confidence in drinking water through independent, effective and proportionate regulation of the quality of public drinking water supplies. We are aware that some of the many initiatives being considered for the sector may impact on this aim.

The presentation discusses the following issues:

· The legislative framework, both primary and secondary

· Regulatory remits

· Regulatory philosophy

· Existing arrangements and scope for improvements

· Considerations for sector development

The water companies’ view on reform of the water sector

James Bullock

Director of Economic Regulation and Market Reform, Water UK, 1 Queen Anne’s Gate, 

London, SW1H 9BT

Tel No:  020 7344 1842    Email:  jbullock@water.org.uk 

The UK water sector is rightly regarded as a success story. Since 1990, the industry has invested £90bn in infrastructure, with no contribution from the public purse, delivering massive improvements in the quality of drinking water, bathing water, rivers and environmental standards. Customers still pay, on average, less than £1 per day for their water and sewerage services, and survey data shows 95% of customers are satisfied with the reliability of their water supply and 84% for the reliability of their sewerage service
. Given this context, one could be forgiven for asking the obvious question: Is there any need for reform at all? The industry believes that there is. 

Many of the future challenges the industry faces are well known. Changes in climate and demographics in particular mean that the delivery of water and sewerage services, at the locations where they are needed, is likely to become more difficult. The means by which we tackle those challenges will have implications for the affordability of water services, their environmental impact and the industry’s carbon footprint. Finally, meeting the sector’s future challenges will mean that we need to continue to secure significant further financial investment at a time when competition for funding is intensifying. All of these factors mean that it is important to determine now the best framework to deliver against those issues in the future. 

We believe that rising to these challenges means developing proper incentives for efficient and sustainable delivery, promoting incentives for innovation and ensuring that customers’ views and priorities are at the heart of the regulatory system, having a real impact on the services they receive and pay for. Regulation should modernise and embrace this approach, firmly shifting its focus away from the minutiae of inputs and intermediate outputs. Industry stands ready to support – and, crucially, deliver – sustainable initiatives which have demonstrable benefits for our customers. This means that change needs to happen at a pace that customers support and in a way that continues to command the confidence of investors and we should focus our efforts on dealing with the critical roadblocks that impede progress. 

Related documents

The UK water and sewerage industry published its blueprint for policy action earlier this year. “Meeting future challenges” is available at: http://www.water.org.uk/home/policy/meetingfuturechallenges
The Water UK response to Defra’s review (led by David Gray) of Ofwat and the Consumer Council for Water is available at: http://www.water.org.uk/home/policy/statements-and-responses/ofwtrv/water-uk-response-to-defra-review-291010.pdf
Regulation – hindrance or underpinning a good quality water environment? 
Phil Burston
Senior Water Policy Officer, Royal Society for the Protection of Birds

Tel No:  01273 775333    Email:  philip.burston@rspb.org.uk

Legislation, regulation and the need to meet environmental outcomes has driven huge reductions in point-source pollution with consequent improvements to the water environment. It has also been instrumental in protecting our most precious wildlife sites from damage or loss.

Tackling diffuse pollution, dealing with the legacy issues of unsustainable development, habitat damage and intensive agriculture will require different, perhaps more flexible, ways of working. But in a future of partnership working and voluntary initiatives we must not neglect the role of the ‘stick’ in protecting water, the environment and the public good.

The presentation will include discussion of these issues:

· Legislation and regulation has underpinned the environmental gains of recent decades.

· Tackling water management problems at their source (whether land-use in the catchment, household products or domestic use of water) will, in may places, be a more sustainable, more cost-effective and multi-benefit solution.

· Where this is now happening in the UK, it has often been despite regulation and has been dependent on the passion and drive of individuals.

· The bias inherent in the current regulatory structure towards capital expenditure is an obstacle to the wider adoption of activities that increase operating expenditure – whether catchment management or water efficiency activity.

· Regulatory obstacles to the adoption of more sustainable and environmentally beneficial options for water management must be removed. 

· The voluntary approach, forming partnerships and engaging with communities to achieve our water and environmental goals, must be underpinned by regulation. 

· Regulators must be prepared to use their regulatory ‘sticks’ to protect raw water quality and to maintain favourable land management  if the voluntary approach fails.

Why the water sector in England & Wales needs more competition, and how it should be  introduced?

Richard Laikin
Director, Utilities, PricewaterhouseCoopers LLP, 1 Embankment Place, London, WC2N 6RH
Tel No:  07824 499099    Mobile:  020 7212 1204 (office)    Email:  richard.e.laikin@uk.pwc.com


As is well known, the water and sewerage sector is largely monopolistic, although there is competition in some elements of waste disposal and in the supply of services to water companies (particularly in terms of capital delivery).  

It has been argued that there are multiple elements of the industry where markets could be introduced in England & Wales:

- in the upstream part of the value chain through developing markets in water rights and bulk water trading, as in Australia;
- In the provision of new infrastructure assets or services; the arrangements for procuring the Thames Tideway Tunnel may be an early example of this;
- in the downstream part of the value chain through opening up some or all of the retail market, as in Scotland. 

Proponents of competition argue that some of the benefits of introducing market forces more widely in the water sector would include:

- improved focus on customer requirements;
- improved efficiency, both in terms of cost and resource allocation;
- spur to innovation.

Some of these benefits can, of course, be captured through smarter regulation and incentives; but how closely can regulation mimic markets? 

Others focus more strongly on the potential costs associated with introducing markets more widely in the sector, for example in terms of: 

- transition and implementation costs;
- stranded costs associated with assets or activities that are no longer viable once markets have been introduced; and
- unwinding of cross-subsidies that result in winners and losers among consumers.

Although these issues have been faced successfully by other regulated sectors that have gone through similar transitions, the water sector is still at an early stage of development in terms of thinking through the practicalities and much work still remains to be done to understand:

- the structure of alternative mechanisms for introducing markets, especially upstream;
- the costs and benefits of introducing markets at each point in the value chain; and
- potential implementation paths, including timing and the legal and regulatory issues.

This suggests that over the next few years we are likely to see piecemeal attempts to introduce elements of competition into the sector, as part of a grander vision to move to a more market-oriented sector in the medium term.



Lessons from Australia – what could help the UK?

                

Andrew Tucker  

Water Strategy Manager, Energy Savings Trust, 21 Dartmouth Street, London, SW1H 9BP
Tel No:  020 7654 2646    Email:  Andrew.Tucker@est.org.uk
The water sector in the UK is moving fast to embrace a range of sustainability changes that will benefit the environment, the water supplier, the resident, and help address the wider mitigation and adaptation agendas.  These changes are either being investigated for future regulatory or policy change, or simply being implemented as part of a door-to-door or on-ground customer engagement programme. All good stuff.

Each of these current or proposed changes is being explored as a ‘proactive’ approach to improving water efficiency.   Many of the actual policy, programme and communication actions being looked at, have been trialled and implemented ‘reactively’ in Australia in response to drought.  However many of these actual objectives and interventions are exactly the same as what we’re looking doing here.

The presentation will highlight the following issues;

· Large focus on water efficiency education and communication

· Large-scale home retrofit schemes

· Breaking the ‘hydro-illogical cycle’

· Combining water and energy efficiency education and retrofit

· …..and make it funny

Water and sewerage market reform

Ian Hopkins
Market Reform Programme, Ofwat, Centre City Tower, 7 Hill Street, Birmingha,m B5 4UA

Tel No:   0121 644 7627    Email:   ian.hopkins@ofwat.gsi.gov.uk
Well-designed markets could help reveal the value of water to consumers and the environment.  This presentation is concerned mainly with wholesale markets but we are also progressing retail market reform for non-household customers and working with the Government and the Environment Agency on abstraction trading.

Water availability varies by location and time, suggesting that transportation and storage of water could add value.  There is evidence from the Water Resources in the South East group that savings of £500m NPV could be made if there was more trade within and into South East England.  Similarly our high-level study estimated savings of £960m nationally.  

But this is just one example and we think competition and new companies getting involved could bring innovation and greater efficiency across the sector.  It is hard to estimate the effect but it could be considerable.  

In July we published a hypothetical model for wholesale water competition building on the Cave Review recommendations. Our ideas included:

· Removing barriers and increasing incentives for water trading.  Defra commissioned a report on these barriers.  We would also like to see appropriate positive incentives.  

· Developing the idea, first mooted in the Cave review, of a separate business unit for system operator (SO) with the water companies.  The SO would be responsible for daily operation of resources and possibly long-term planning too.

We see less opportunity for competition in sewerage than in water because of issues such as smaller networks.  But other people might have better ideas than us!  And things may change, for example, in Australia, ‘sewer mining’ is an economic water resource.  So we support the Cave recommendation to extend the Water Supply Licensing regime to sewerage.  We are also considering how sludge treatment and disposal is regulated.  

References:

'Harnessing upstream water markets – what’s to play for?'

http://www.ofwat.gov.uk/publications/prs_web_1003up
'Valuing water – how upstream markets could deliver for consumers and the environment'

http://www.ofwat.gov.uk/competition/review/prs_web_1007value
Website:
www.ofwat.gov.uk/future
Is retail competition practicable, efficient and beneficial?

James Bream

Regulation Manager, Business Stream, 7 Lochside View, Edinburgh, EH12 9DH

Tel No:  0131 338 3223    Email:  james.bream@business-stream.co.uk

www.business-stream.co.uk
Retail competition has now been operating in Scotland for over two and a half years. Evidence shows that this is no longer just a pilot or a sandpit to test the merits of competition.  

Retail competition has demonstrable value to businesses across Scotland. Indeed as a result of the most recent price review for the period 2010 – 2015 the scope of the competitive market is growing. These changes will create a second iteration for the market which will give licensed providers greater control of customer facing activities in the market. 

This presentation will provide some specific detail on why retail competition is practicable, efficient and beneficial for three main stakeholder groups, namely:

· Customers

· Water companies including retailers

· The wider market including regulatory agents

It will also consider the roles each party takes in a retail market to make it succeed. In particular it will highlight the benefits of the ‘creative tension’ created through the presence of different market participants. 

Finally the presentation will answer the question posed by detailing evidence and the lessons learned. 

Why and how we should seek to expose abstractors and water users to the marginal values of water?

Simon Less

Research Director, Environment and Energy, Policy Exchange, Clutha House, 
10 Storey’s Gate, London, SW1P 3AY

Tel No:  0207 340 1051    Email:  simon.less@policyexchange.org.uk
www.policyexchange.org.uk
Water’s value is a function of the demand for it – from water supply customers, from other abstractors and potential abstractors, and from the environment – and its supply costs.  

While there is little information to quantify water’s values, it is likely to be generally rising. Increasingly population, wealth and supply costs, as well as the future potential of climate change will tend to push up the value of water.  At the same time, water’s value is likely to vary substantially, both geographically and temporarily, as evidenced by variations in supply costs, environmental damage and water availability.

Such increasing and varying values of water would suggest increasing benefits from signalling to water users and abstractors about the marginal value of water at particular times and places.  

However, charges for abstraction licences and for the majority of water supply customers are fixed rather than based on volumes used. Charges are averaged across regions and over time.  There is little if any trading of water to help reveal values.

The presentation will briefly discuss the above issues, and the implications for policy and regulation. 

Should abstractors pay by volume taken rather than by licensed quantity, and would that lead to better outcomes for customers and the environment?

Meyrick Gough

Water Quality and Strategy Manager, Southern Water

Email:  Meyrick.Gough@southernwater.co.uk
Currently abstractors within catchments pay on the basis of the licence amounts that they hold and not what they actually abstract during any year. 
Coupled with this issue is the way in which charges are set at a regional level, not catchment, to recuperate funds which are required to administrate the licences. 
Whilst this system of charging has been in place since the early 90’s I would suggest that it needs to be updated and brought in line the principles of catchment unit charges, paying for what is abstracted and some form re-distribution of the income collected from the activities within the catchment to be directed back into catchment via specific schemes.

Smart water abstraction licences
Dr Rose Timlett
UK Freshwater Programme, WWF-UK, Panda House, Weyside Park, Godalming, GU7 1XR

Tel No:  01483 412538    Email:  RTimlett@wwf.org.uk 
Water is local issue. Water scarcity occurs in certain places at certain times. In the face of water scarcity, safeguarding freshwater ecosystems and providing security of supply, and keeping bills affordable remains a considerable challenge. Already, our environment is suffering due to our inability to cope with existing climate variability. Freshwater ecosystems are already being damaged by patterns of water use, with one third of catchments at risk from unsustainable levels of water abstraction.  Anticipated climate projections suggest an increase in water stress, albeit that the precise impacts of climate change on water resources are hard to predict and likely to be manifest in complex ways, with significant impacts on patterns of rainfall, run-off and river flows and increasing uncertainty and variability. 
Our current water licensing and management systems were simply not designed to address these challenges.  They have been inherited from a time when water scarcity was simply not considered, and as a result, are not well adapted to dealing with the problems of scarcity and variability. Environmental water needs are not protected in many water abstraction licenses; a problem likely to become increasingly exposed by both climate change and increasing demand. Water licenses are typically inflexible with a set amount of water is available to abstract, regardless of the condition of the river or other circumstances.
WWF believes that meeting the challenges of climate change adaptation will require us to develop a much smarter approach to water: one that is able to recognise environmental limits and the value of water and respond flexibly to conditions of variability. We believe smart water licences are part of the solution. Under a smart licensing approach different levels of abstraction are permitted, tied to different conditions in the river. Accordingly, as river levels fall, so does the amount of water that can be abstracted, giving greater protection for environmental water requirements under varying conditions, now and under future climate change scenarios. Other characteristics of a smart abstraction licence include:

· Conditions informed by best-available scientific information. 

· Long term CAMS (Catchment Abstraction Management Strategies) with regular review periods to allow for changes in licence conditions as climate changes. 

· Transparency in licence setting with clear environmental objectives specified, before licence conditions, and solutions to resolve transitional problems, are addressed.
· Ability to trigger a more sophisticated response to dry periods, linked to demand management.  

· Reformed water abstraction charges that reflect water scarcity and environmental risk. 

· The Restoring Sustainable Abstraction programme should look to reform blocks of licences on a catchment scale, tied to longer term catchment-scale objectives.

· Potential for ‘security of supply’ licenses, for use under exceptional circumstances, linked to the requirement for innovation in uncertain demand management approaches.

Reference and website
Modelling is currently underway, as part of WWF’s ‘Itchen Initiative’, to consider smart licenses. A paper, authored by Colin Fenn and Rob Wilby, will be available in the New Year to download from www.wwf.org.uk/what_we_do/safeguarding_the_natural_world/rivers_and_lakes/rivers_in_the_uk/itchen_initiative/
Are the benefits of reduced abstraction justifiable and affordable?  It’s time for clear direction on sustainability

Mike Pocock
Head of Physical Assets for Veolia Water Central, Veolia Water UK Plc, Tamblin Way,

Hatfield, Hertfordshire, AL10 9EZ

Tel No:  01707 679111    Email:  mike.pocock@veoliawater.co.uk
Mike is a member of the CIWEM Water Resources Panel and a recognised industry expert in water resources planning.  He has represented both Water UK and UKWIR on such issues. 

The water industry needs clarity if it is to balance its statutory obligation to provide secure supplies with protecting the natural environment.  The current regulatory system ensures an efficient water company is one that operates at least cost. The cheapest and best water is local water – and groundwater in particular – as this involves the least pumping to get to the customer, and the least treatment year-round. Using groundwater makes sense to keep costs, and bills down. 

But we have a dilemma. Southeast England is water scarce. Pressure is building to reduce our abstraction; the pressure is building from local action groups, NGOs and some politicians. In some cases up to 40% of local resources and abstraction licences are being considered for revocation which means substantial new infrastructure may be needed to transport water in from other areas. And we cannot achieve a substantial change in supply infrastructure through mere operational efficiencies alone. 

At the same time, efforts to find often expensive alternative sources, such as Thames Water’s proposed reservoir in Abingdon, are stymied by planning disputes, bogged down in Public Inquiries, or threatened by uncertainty over funding in the current financial climate.   This is all the more contentious as the Environment Agency Water Framework Directive River Basin Plans have not set any sustainability reduction targets after 2015 and in turn this means that the region’s water companies can make no provision in their plans for changing their supply infrastructure beyond this date and customers have no visibility of implications for their bills in the longer term.

There’s an economic prerequisite to encourage growth so we must accommodate more people and more demand for water or we stagnate.  So what’s next? We either reduce average per capita consumption or bring in more supplies. Industry research undertaken to inform water companies’ business plans for the Price Review process indicated that some customers would be willing to pay for the extra cost of this but many would not. And recent headlines about increasing numbers of customers falling into ‘water poverty’ underline why it’s increasingly important that we ensure what we do overall is cost beneficial. 

The nub is, the EA, Ofwat, Defra, and the water companies all want to make sure that if bills do have to rise it will be because it is in society’s best interests, and not just because a few people want it. 

So what’s to be done about all this?  Well we should be open and transparent about long term objectives for the environment,  the cost of achieving this and the potential effect on customer bills. This means customers can see and understand what the bill is paying for. The EA also needs to set out its expectation for sustainability reductions in the long term, not just to 2015. And then we can offer a view on affordability by looking at overall change top down, not piecemeal, bottom up, river by river. And we need to stop playing games over who should pay. In the end one way or another, the customer pays or the water industry is unsustainable.  That is a scenario which none of us want, and none of us can afford.”


How should we deal with affordability, fairness and vulnerability issues under measured charging for domestic use?

Tony Smith 

Chief Executive, Consumer Council for Water 

Email:  Tony.Smith@ccwater.org.uk

Metering is likely to be increasingly required to help manage demand. Customers do feel metering is a fairer way to pay but it must be fair in practice as well as principle. Metering must be delivered in a way which is both acceptable and affordable for customers.

The presentation discusses the following challenges:

· Whilst 57%1 of customers consider metering to be fairer than Rateable Value based charging only 40% support compulsory metering. 27% say they oppose it.

· Compulsory metering can result in some families paying much more, in some cases as much as £200 more each year.

and possible solutions:

· Metering should be paced and focus on areas which need it most 

· Customer acceptability and ‘buy in’ needs to be secured to ensure successful rollout

· There must be sound communication about the process and a pace of rollout which customers can support 

· The scale of bill and affordability impacts which will arise from metering must be understood and protection put in place to address these

· Customers feel funding social tariffs through government would offer some clear advantages2 – enabling an industry wide scheme with costs shared more widely and based on ability to pay.

· Customers might be willing to contribute but are unlikely to accept anything other than limited cross subsidy through their water bills. They would also want to see this met with a package of measures involving contributions from other parties including government and water companies.

 1 The Consumer Council for Water Charging Research 2007 ORC International April 2008
2 Cross Subsidies and Social Tariffs: The Consumer Perspective, Creative Research, London, June 2010
Potential benefits of abstraction licence trading

Julien Harou

Department of Civil, Environmental & Geomatic Engineering, University College London, 

Gower Street, London WC1E 6BT

Email:  j.harou@ucl.ac.uk

www.cege.ucl.ac.uk/staff?ID=858
Abstraction license trading is a key ingredient of sustainable water resources management in England and Wales.  License trading sends a signal from the regional level down to the local level that water is a resource good and therefore has value.  Short-term spot market trades or leases can increase flexibility of water allocation systems, decreasing scarcity costs during droughts and deferring investments in emergency supplies.

Although it is clear that significant economic gains are possible through regional water trading due to differences in the incremental cost of new supplies (Ofwat, 2010) and differences in the benefits derived from water use in different regions, almost no trading between water companies occurs.  This could be remediated by changing regulations (e.g. balancing capex & opex incentives) and perhaps by modifying industry structure (e.g. upstream competition).  It’s not clear that those would be enough however; the signal of water value at the local level produced by license trading may be the trigger (perhaps combined with a dry spell) that could launch regional water company trading.  Several favourable conditions will need to coincide to spur the institutional and cultural shifts needed for regional trading to occur and for society to benefit through lower water prices and increased environmental flows.

Encouraging license trading, and the signal it sends at regional and local levels, should therefore be a priority of those charged with safeguarding the resource and the benefits it provides.  Several barriers to the trade of abstraction licenses currently exist and have been identified by regulators and license holders.  They include reasons of market visibility, hydro-ecology, regulatory process, and regulatory uncertainty.

A significant barrier is the reduction of licenses (‘clawback’) that occurs during the trade consent process, especially given this reduction is not known in advance.  Water trading is not incompatible with sustainability reductions.  Sustainability reductions will actually encourage trade as water managers are signalling water’s scarcity and hence it’s value.  If government would buy back licenses, e.g. in reverse auctions, this would make that value even more explicit.  In return abstraction license trading alleviates the economic inefficiency of blanket license reductions, thus enabling sustainability reductions required for the environment but at least cost.  Licence trading and sustainability reductions when separate processes are complementary and mutually beneficial, when combined they don’t achieve policy objectives.  

Because abstraction licence trading signals when water is scarce and can decrease the societal and environmental cost of that scarcity, it should be encouraged.

Reference
OFWAT, 2010,  A study on potential benefits of upstream markets in the water sector in England and Wales. 

How might trading of water between companies be achieved, and would it lead to more efficient use of water resources and lower costs to customers? 

Dr Tony Ballance 

Director of Strategy and Regulation, Severn Trent Plc, Severn Trent Centre, 2 St John’s Street, Coventry, CV1 2LZ
Tel No:  024 7771 5615    Email:  tony.ballance@severntrent.co.uk    W: www.stwater.co.uk

There are already significant water supply/demand imbalances from one region to another in the UK.  Most companies are forecasting a supply shortage over the next 25 years, with the most significant shortages in the south and east of England.  As set out in Changing Course, our recently published report on developing the regulatory framework, Severn Trent believes that water trading could play an important role in balancing over-abstraction in the south with water availability in the north and west. 

This presentation will set out our view that water trading could be:

1. good for environment
· if one Water Resource Management Plan (WRMP)was considered for the UK and water companies provided with  an incentive to rebalance abstractions, there could be many more interconnections between companies than currently exist

· first step towards revealing the true value of water

2. good for customers
· modest bill reductions

· improved resilience and long term sustainability benefits

3. good for water market development
· an area where competition can develop with low risk for customers and with limited impact on existing RCV (the biggest risk in market reform)

· clear opportunity for new entrants for new resources

What we need to do to persuade and enable customers to use less water

Victoria Higgins

Communications Executive, Waterwise, 3rd Floor, Camelford House, 89 Albert Embankment,

London, SE1 7TP

Tel No:  0203 463 2402    Email:  vhiggins@waterwise.org.uk
www.waterwise.org.uk
The average person in the UK uses about 150 litres of water per day – and as much as 50 litres of this is wasted. 1/3 of this is flushed down the toilet, another third is used for personal washing, and laundry, out door use, cooking and washing up make up the other 1/3. 

There are lots of ways we can all help to reduce the amount of water we waste on a daily basis, for example turning the tap off when we brush our teeth, taking shorter shower, installing tap aerators, using washing up bowls rather than washing up under a running tap etc….. There are products available too that can help people reduce water wastage without changing their behaviour, low-flow taps, water-efficient showers, dual-flush toilets, water butts etc….. 

To persuade and enable people to use less water we need to encourage and facilitate changes in water using behaviours, we need to develop water-saving kits and get them into homes and businesses and we need to promote the wider social and environmental benefits of wasting less water. 

What we need to do to factor environmental services into account in supply-demand balance options appraisals

Dr Mark Everard

Environment Agency, Block 1, Government Buildings, Burghill Road, Westbury on Trym, 

Bristol BS10 6BF

Mobile No:  07768-278429    Email:  mark.everard@environment-agency.gov.uk
Principal Scientist in the Environment Agency and also Visiting Research Fellow at the University of the West of England, Mark is also the author of a number of books on sustainability and aquatic issues.
Our historic approach to management of ecosystems to maximise one or a few of the beneficial services that they provide, including water yield and food production, has often occurred with little or no regard to wider ecosystem integrity and functioning.  Consequently, ecosystem resilience has often been undermined along with the benefits enjoyed by those with whom we share natural systems.  

The concept of ecosystem services provides new ways of understanding the multiple benefits that people derive from ecosystems.  This helps us better to understand interdependencies between uses of the natural environment, the consequences of the loss of wider benefits that may arise from our use of water including potential equity issues, and the value of a more sustainable approach to management of the water environment.  This can inform different approaches to policy-making and management of ecosystems, such that overuse by one sector of society does not compromise the abilities of other stakeholders – locally, more distantly and into the future – to meet their needs.

This talk will draw upon lessons from ecosystem services case studies, also referring to government and other momentum towards an ecosystems approach, that can inform how we may approach this challenge.

http://www.environment-agency.gov.uk/
� Consumer Council for Water Annual Tracking Survey 2009, FDS International 2010
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